By BETTY L. BARKER

U.S. Foreign Trade Associated With U.S.
Multinational Companies

TH[S article analyzes date for 1086
and 1970 on the U.B. merchandize
trade associnted with 208 U5, multj-
peticna! companrea {MNCs) thet re-
sponded to a speciel survey taken by
the Buresu of Economic Analysis. TI.5.
trade smsaciated with the multinetionsl
coropanies is defined o consist of export
and import traneactiona between the
11.3. parent comnpaiies and ther major-
ity-owned foreipn afflintes, batwreen
other U.S. residents and these sawme
foreign effiliates, and betwean the U.S,
parent companies and unaffiliated for-
eign rezidents.!

The primary purpese of the artice is
to present the facts about MNC trade
in ap organized way. The megnitude of,
and the changasin, MNC trads over the
1966-70 period are discussed and some
of the more obvious factors which may
have influenced thet trade are pointed
out. The article in not addressed to the
fundarnental guestion of whether for-
eign direct investment was beneficial or
detrimental to U.S, trade duning this
period.

In particular, the dais on total 7.3,
trade and on 0.8, trade associated with
the mulimstionel compantes in 1966
snd 1970, were collectad, given the ex-
dienca of Y. foreign direct investment
ebread end all the other developments
that affecied trade. These data, by
themsalves, do not permit us to deter-
mine whether, tn the chsense of I7S.
direct invesiment abroad, total TS,
exports andfor imports would have
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been grester or less than they sctually
were. Identification of the actual magni-
tudes involvad in MNC trade iz only
the first stap in that determineticn.
‘The special survey was conducted in
order to obtain owrent information on
the domestic and internationsl opera-
tons of U2, myltinaiional companies.
It covers 208 U.B. dixect investors snd
their 5,237 mejority-owned foreign affili-
ates. The basic date obtained from the
special survey, supplemented by infor-
mation from BEA’s 1068 benchmerk
survey of direct investments abroad, !
aro given in a publication racently re-
leased by the PBurean of Economic
Analyms, entitled Special Suroey of
0.8, Multinational Companies, 19707
The data on MNC trade used in the

text and tables of the present ardicle are-

drawn from this primary scurcs.

Some major findings besed on the
MINC trade deta from the special sui-
YOy are:

1. In 1970, the sxports and ths im-
ports associnted with the 298 MNCs in
the sample were s mizable proportion of
total U.S. merchendise experts and im-
porte—51 percent amd 34 percent, re-
spastively.

2. The teade surplos associsted with
the sample MNCs inoremsed signifi-
contly from 1966 to 1970, while the
surphus on total TS, irade declined.
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3. Muost of the strength in the MNC.
sesociated surplus was in trade between
U.%, purent companies and unaffiliated
foreign residents. TIL8. reportars’ ez-
ports to unaffiliated foreigners rose 48
percent while their imports from un-
affiliated foreigners rose 46 percent from
1966 to 1970. Tha increase in the surplus
on 1.5, trade with majority-owned for-
cign affilisies wns relatively zmall, as
exportz to the sffilintes incressed at »
glowar pace than imports from them.
The rapid riss in imports from majority-
owned foreipn affiliates &t Jeast partly
reflected the impact of the U.S -Cana.
dian sutomotive trade agreemeni snd
the excsplional growth in 1.5, demand
for patrolevn.

4. By industry, teade associatad with
MNCs in manufacturing aceounted for
an overwhelming share of all MNC
trade in both 1066 and 1970. Exports
associeted with manufacturing MNCs
roze mors slowly from 1966 to 1970,
but by a larger dollar amount, than
imports associated with thewm. The sur-
plus ¢n trada of the mannfacturing
MNCs in 1970 was sbout equal to the
total trade surplus of all MNCs in the
sampde.

5. By area, MNC-nasociated axports
grew faster than total T1.S. exports b0
the developed areas, but slower then
total TS, exporis to other sreas.

Previous articles in the SURVETY 0F
CunneNr Busiwess have presented
date on all MNC-associated exports
(May 1969 i=sus) but on only s portion
of MNC-nazoviated imports, ie., only
gales by forsign affiliates to the Unifed
Btates (October 1970 issue). The pres-
ent article gives date on sll identifiable
MNC.associated imports, as well &8
exports, for a semple of large muli-
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national compenias. [t alse integrates
the data on both MNC-asociated ex-
ports and imports into & sinple discus-
sion. The methodology used and the
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statistioa] prohlems spcountsred in
compiling the date on MNC trads are
symmarized in the Tachpieal Nots at
the end of Ehis articls.

Comparison of MNC Trade With Teial U.§, Trade

Companies in the sample

Trade associsted with the 208 muléi-
national compsanies in the sample ae-
connted for a sizable proportion of total
U5 trade in 1986 and 1970. In 1970,
MNC-associated sxports wera $21.2 hil-
liom, or 51 percent of total I1.8. exports,
and MMNC-sssoeiated imports wers
£13.6 hillion, or 34 percemt of total T8,
imports (table 1). In 1966, the sorve-
sponding percemtage for MNC-associ-
ated exporis was somewhat lower—
47 percent of the TS, total—but the
persantage for MNCaassociated imports
wes 33 percent, about the same am in
1470,

The data on total U.S. trade in this
arficle have been adjustad to a balance
of paymenis basis, exchiding militsry
transactions. This basig is the one most
conceptually comparable, although not
identical, to that wsed in collecting the
MNC trade data. Problams of compars-
bility ray still exist becanss of diffar-
- emce in the timmg, valuation, and

defination of the transections covered in
the two sete of data (zee Techmical
Note).

Total 11.3. trade and T.8. irade asso-
ciated with the sempla MNCs were
undoubtedly affected by cyclical devel-
opments bers abd sbroad. However,
cyclical factors probably affacted total
snd MNC trade in the sems direction
at-least, so that the influence of these
factors om comparisons of total trade
with MNC trads is probably not great.

The increase in the share of MNC-
associnted exports in total U8, exports
from 1966 to 1070 reflocted the fact
that MNC-sszociated axports ress sig-
nificsntly fester than total U.5. exports.
U .S, exports associated with the MNCs
in the sample increazed by $7.5 billion
or 56 percent, compared with a 43 per-
cent rise in totsl T8, exports. At the
same time, MNC-sssociated imports
rose $5.2 billion or 81 percent, some-
what faster than the 58 parcent increass
in total T1.8. imports. In dollar termns,
the MNCs in the sample accounted for
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nearly 60 percant of the increase in total
U.8. exports and for about 35 percent
of the increase in total TS, imports
over this period.

Siyee the doller incrsase in MNC-
associnted exporis was greater than that
in MNC-associated imports, tha surplus
on trade of the MNCs in the sample
roae $2.3 billion, from %5.3 billion in
1966 ts $7.6 billion m 1970, The surplus
on all TU.8. trade, on tha other hand,
detericreted by $1.7 bilion over the
same period. Thus, the =surplus on
“residusl U8, trade,” that is, trade
not associgbed with the sareple MNCs,
deterioratad by nearly $4.0 billion.

The beiter-than-sverage irade per-
formsnee of the MNCs during the
1966~70 period msy refloct tha compet-
itive strength of the MNCs in U.5.
and foreign maerirets, irrespectiva of eny
effects thair forsign divect investments
per sa may have had om T1.5. tradae.
Many of tha 208 [.3. firms that re-
ported in the survey are among the
larpeat and wmost technotogieally ad-
vanced TIS. firms, As 2 resplt, their
domestic production is probably highly
compatitive with the production of
other U.8. and foreign firms. They muy
vary well have a compotitive adventage
in intornational trade for this resson,
irrespective of the impact on treds of
their foreign direct investments.

It should also be notsd that the
daia on MNC-associated exports end
imports from the special survey are
pifected by the prevailing procsssing

Table 1.—Tatal U.5, Trade and Trads Arsociated With U.8. Multinational Companies
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and distribution chaopels - through
which exported or imported geods pass,
and any shifts in these channels
would have influenced the reported
changes in MN pssociated trade from
1968 to 1970. For exampls, trade of
U5 reporters in the MNC data cover
thoss. goods which were exportad or
imperted directly by the reporters,
regardlass of whether tha goods were

originally produced ot ultimstely used

by them. Goode exported ot imnported
by other U.S. residents but which, at
some point, entered inte the production
or distribution processes of the reparter
s1e not ineluded in exports or imports of
tha 1.8, reporters.

‘In  parilcular, exports of U5
reporters, us defined in the MNO data,
include goods produced by other U.S.
resiclents-which wers subsequently pur-
chased and exported by the reporters,
with or without further processing.
They exclude goods produced by the
roporiers which wers subsequently pur-
chezsd end exported by other US.
residents. {A gocd part of the latter
type of exporis consists of goode charged
to the Depertment of Defense, which is
considered s TS, resident; for grenter
comparability with the data on MNC-
nasoginted] exports, such goods have
also bean excluded from the dsata on
total U.B. exports.) Likewise, imparts
of tha 115, yeporters in the MNC data
include goods imported by tha reporters
which were later sold to other U.S.
residents with or without further pro-
cessing, but exelude (poszsibly large
amouniz of} goods imported by other
US. residents which were latar pur-
chasad by the reporters.

Trade associated with the reporters'
msjority~owned foraign affiliates is
defined similarly te consist of those
goods which were exporied to the
United States or imported from the
United States directly by the sffihates;
goods exported or imported by other
foreigners but which enterad into the
production or distributior processes of
the effiliates are not included in trade
sasociated with the effiliates.

The divect incestriont universe

The sample dote on MNC trade
cited above cover only the 298 re-
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spondents to the BEA spacial survey,
For 1566, howerer, data on the trede
asspeiated with the universe of all
MNCs wera collected in the BEA
benchmark swrvey of TS, direct in-
vestments abrosd, to which response
was mandatery. Trade sssociated with
tha full banchmark universe of MNCs
accounted for 66 percent of total TS,
exports and 46 percent of total TS,

imports in 1966, with an estimated sur-

Plusg in thet year of $7.5 billien (tebl= 1,
Lipe 8). In contrast, a deficit of $3.7 bil-
lion wes recorded in 1966 on . other
U.S. trade, i.e., trade not identifiabiy
associated with apny-MNC,

. The 288 U.S. reportexs in the special
survey and their 5,237 mpjority-ownesd
foreign affilistes represent & very small
proportion of the 3,300 U.S. foreign
direct investors snd 23,000 . foreign
affilistes in the benchmark universe,
However, the sample MNCs accounted
for a substaniial part of the U.5 ex-

ports and imports—somewhat over 70
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percent of each—associated with gl
MNCs in the benchmark universe in
1968, . o

Tha trade associated with the sample
MNCs in 1966, moreover, seams fairly
representative of the MINC universe in
terms of composgition by indaatry of the
1.5, reporter and by geographical area.
However, it i5 guite possible that the
sample is lezs representative of tha
universe in terms of growth patterns
from 1966 to 1970; the spmple is com-
posad primaerily of large companies and
it is possible that trends over time in the
trade of these large sompanies diffar
considerably from those of the smeller
companies in the yniverse. Generaliza-
tions wbout the growth in trade of the
MNC universe, based on the growth in
trade of the MNC sample, may thus be
misleading.

Tha remainder of this articla focusas
o the US, trado amociated with tha
203 MNCs in the sample.

MNC Trade, by Transactors, by Industry of
{/S. Reporter, and by Area

Trada by ransactors

Of ull U5, exports associated with
the sample MNCs in 1870, 54 percent
were exports by U.B. reportars to un.
affilinted foreigners, 41 percant were
exports by U.S. reporters to their own
majoticy-owned  foreign  afliliates
(MOFAs), and coly & small parcentage
were exports by other TS, residentanio
those same MOFAs, Imporis by U.S.
reporters from uneffiliated foreigners,
and from their own MOFAs, each
aceounted for roughly 45 percent of all
imports assoviated with the sample
MNCs in 1970; the remeaining 10 per-
cent were imports of other T.8. Tesi-
dents from majority-owned foreign
affilintes. The relatively small size of
imperis by other TS, residents from
the MOFA= may result from the affili-
stes’ tendency to sell their goods to
their U.8, parents for subsequent dis-
tribubion in the United Stetes rather
than soting themselves ae distributors

of these gooads,

The surplus on trade between -the
208 U3, reporters and unaffiliated
forsign residents increased $1.2 billion
from 1966 to 1970, esccounting for
roughly three-fourthe of.the $2.3 bil-
lion total inereasa in the trede surplus
of the sample (table 2}. I3, reportars’
exporta to unaffiliated foreignérs rose
48 parceat, while their imnports from
unaffilinted foreigners rose 46 percent.
In comtrast, exports to the MOFAs
by both T.3. raporters end gther U.5.
residents increased mers dlowly than

importe from the MOFAs. Thus, the

surplus on trade between the U.S.
reporters and their own MOFAs Toge
only #0.2 billicn snd the balance on
trade of other U.3. residents with these
same MOFAs deteriorated by $0.2

“ hillion to 2 small deficit in 18970,

Impoct of the United States-
Canadion autortotive agreement

One major factor that was partly
responzible for the reletively wrealt
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showing on U.5. reporiers’ teade with
majority=-owned : foreign affiliates was
the 1965 United States-(Canadian sutc-
moidve sgreement. This. had e large
edverse impact on the U.5. trade
balanes with majority-owned Gu.nadmn
sffiliates of T1.3. ento mmpa.muu. :

_The agreement has resulted in the
increased apamahmtmu of automebile
production in both the Upited States
sod Ceoada which, in turn, has lad to
an eccelerated flow of autoemotive
trade acrvss the border in both diree-
tions. Exports by U8, reporters in the
transportation equipment industry to
their majority-pwned affiliates in Can-
ada rose $1.0 billien, or ¥4 percent,
frem 1966 to 1970. However, imporis
by U.S. reporters Irom their Cansdian
MOFA» in the transportation equip-
ment indosiry ocreased even faster—
by $1.5 billion or 183 percent—so that
tha balanece on thie trade moved ad-
versely by over $0.5 billion.

The balance on total U.S, automotive
trade with Canada also was affected by
the agresiment. This belance deteri-
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orated by $1.1 billion from 1986 to 1970,
comparsd to the $0.5 billion deteriom-
tion on trede between . U703, reporiers
and their Canadian MOFAs in the
transportation equipment indusiry.
However, : these two figures are. not
strictly comparable for a number of
reasons: (1) The total irade daia are
broken down by commodiiy, whereas

-the MNC date are broken down Ly

industry of the iransactors involved—
regardless of the acinal types of gxuls
being traded; (2} the MNC data are for
the transportation equipment dostry
as & whele; this could mclude more than
just the automotive jndustry, although
tranaportation equipment MNCs with
MOFAs in Capada appear to ba pre-
dominsently syiomotive; (8) the data
on total T71.5. antomotive trade them-
selves may be incomplete relative to the
MHNC data; revent evidence indicates
that U5, automotive exports m the
tota]l U.8. itrade fipures have been
underrepored, thus exsggerating the
unfavorable shift in the overall trade
belance; and {4) there may be other
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sbatistical or reporting differences be-
tween the MNC and total V.5, trade
figures (see Technical Noie), The re-
maining unekplteined deterigration in
the total TV.8. sutomotive trade balance
with Canada may reflect transactions
other then batween U.S3. reporters and
their Cansdian MOFAs, including
transactions between the U.5. reporters
and unaffiliated foreipners.

Impact of 1.5, demand far oil

Apother mujor factor bearing on the
weaker showing of the T.S. reporters’
trada. with mejority-owned foreign
affiliates relative to their trade with
unaffilisted foreigners in 1966-70 was
the exceptional prowth in 1.8, demand
for oil. This prompted suhsiantial
increases in peirolein imports from
the fur-algn sffiliates of T.5. il
COmMPEnies.

Imparts by petroleum reporters from
their MOF A= rose 84 percent from 1966
to 1970, as the smount of petrolenm
imports sllowed into the United States
under gquots was incrsased in response
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to the xise i domestic demend and as
imporia of certain petrolenm products
net aubject to gquotas wers expanded.
The balance on trade between TI.5.
petroleum raporters and their MOFAs
dateriorated by 0.7 billion, while the
balance o other trade sssocintad with
petrolenm MN(’ deteriorated by $0.2
hillion.

In view of the rapid gmwthm
demestic demand for petroleum, the
large increases in petrolenm imports in
this pertod would probebly have oecurred
gven in the absence of U5, direct
investinents in petrolenm-produsing
affiliates abroad. Thus, if such direct
investments hed beep smelle, TS
petroleum imports from MOFAs would
aleo have been smaller, but TS,
peiroleum imports by the reporters
from unafiliated foreigners might well
have been larger than they actually
were. Given the incresse in domestic
demand for petrolenm and the liberalize-
fion of ol import quotes, all MNC-
irade and total TLB. trade mizht not
Leve beer much different with or
without the foreign direct investinentas.

Trade by industry of U.S. reporter

When MNC trade is elassified by tha
domestic mdustry of tha U.S. reporter,

Table i.—Comparisen ok Grewth in Total U.
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all trade associated with the reporter
of its MOFAs is esnigned to the msjor
mdustry of that reporter’s fully con-
solidated domestic operations, This in-
dustry may differ from that of the
products actually being tradad, from
that of the reporter’s foreign affiliates
and—in trade betwesn the T1.8. ye-
porter and uvoafliliated foreigners or
between other .S, residents and the

" reporter's MOFAs—from that of the
unaffilisted foreign or T.TE residents
invaolved.

In terms of the domestic mduatry of
the U.5. reporier, MNCs im manufuc-
turdng domioata MNC frade. In 1870,
menufacturing MNCs accounted for 30
percent of all MNC-associated akports
reported by the sample companies and
for 69 percent of a1l MNC-associated
imports. Exports associated with the
manufacturing MNCs rose more slowly
but by & lerger dollar amount, than
imports szsociaied with them from 1966
to 1970 The surplus on trada of the
menufacturing MNCs was $7.7 hillion
in 1970, an improvement of $2.8 billion
from 1988 (table 3}, Most of this im-
provement was in trade between T3

manufacturing reporters and unaffii-

wted forsign residents; the improvement
in trade with maforify-owned forsign

s'inmm by
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affiliaies wos relatively smail, partly
becanss of the nagetive impact of the
United Stetes-Cansdian automotive
pact.

MNCs in the patmlmm:l industry
sccounted for only 6 percent of MNCL
aspociated exporta in 1970, but for 24
percent of MNC-associated importa,
The trade deficit associnted with the
petrolenm MNCs worsanad from $1.0
billion in 1368 to $1.9 billion in 1970,
128 eXports assoctated with the patrolenm
MNCzs rose only $0.4 bilion or 40
percent while imports assoeiated with
them rose $1.3 hillion or 63 percent.
The rise in importe was largely from
majority-owned foreign affliates.

The defieit on trade sssociated with
the petrolewm MNCz waz about squal
in 1870 to ths net surplus on trsde
wssociated with MNCs in “other in-
dustries,” which inclode mining,
swelting, trade, and other services.
Exports associated with the “other
industries” group rose 40 percent from
1866 to 1970, compared with the 41
percent rise in the irmporéa associated
with them. In 1370, MNCs in thess
other industries togather accounted for
13 parcent of MNC.associated exporis
and 7 percent of MNC-asscdated

importa.

Crowth 1o U.S. Expocts Associated With Multinstional Companies (MICs)
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Exports by orex

A geographic breskdown of sll U.5.
jmporis associated with the MNCs in
the sample cennot be made because
dats on the WU.S. reporters’ imports
from nnadiliated Yorcigners, which wers
colleoted for the first time in the spacial
gurvey, were reporied only in agpregate,
not for individual aress. However, area
. detail ia ewveilable for all U3, exports
associnied with the eample MNG&
(table 3).
. Of the total $21.2 billion of MNC-

associated 118, exparte in 1970, $25.3
billion or 72 percant went to the devel-
opad areaz and $6.0 billion or 28 percent
went to other areas. The corresponding
percenteges in 1966 were 64 parcent and
36 percent, respectively, The rise in the
share of devnloped areas end the decline
in the share of other areas from 1966 to
1870 reflected the fact that, during this
period, MNChassaciated exports to the
developed areas imcreased 72 percent,
while those to other areas increased only
22 percent.

The distribetion of total U.5. exports
between developed and other areas was
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about the same as that of the MNC
sample in 1970¢. Howevar, the 1966-70
prowth patiarn, by sres, of MNO-
smsociated axporta differed eonsiderably
from thet of total TI.S. exports. In
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general, MNC-associated exports grew
pignificantly faster than total T.8. ax-
poris to the developad areas, but some-
what slowar than total UJS. exports to
ather greas.

US8. Trade with Majority-Owned Foreifn Affiliates

Trade by arex and by industry of
U758, reporter

Although sres detail for all MNO-
associated imports ia not available from
the special survey, breskdowpe are
available by arsa and by industry of
the U.5. reporter for both exporis to,
and imports from, majority~owned for-
eign. affiliates (table 4). Trade with
majority-owned foreign affiliates con-
girts of iransactions between TI.S. re-
porters and their own MOFA: and
treneactions botween other U0.S. resi-
dents and these same MOFAs,

U.8. exports to MOFAsin the sam-
Ple totaled $9.8 billion in 1970, of which
82 peroent was to developed armes, U5,
imports from MOFAs: ilotaled $7.5
billicn, of which 87 percent was from
developed aress. From 1086 t¢ 1970,
mporis from MOFAs in developad
avens increased fester, although by a
smaller doflar amount, than exporis to
them; for trade with MOFAs in other
areas, the reverse was trus,

T.2, teade with majority-cwned for-
cign sffflintes in eIl srens showed »
surplas of £2.3 billion in 1970, up $0.5
billion from 1966. The surplus on trade

Table 4,—11.5, Trade With Majority-Owned Forsign Aflilistes (MOFAs)} in Sample, | by Areq ad Domestic Indostry of U.5. Reportar
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with MOFAs in developed nyeas im-
proved by #0.6 billion from 1966 to
1970, as & lerge increass in the surplus
with Europe was partly offset by » de-
tarioration in the balance with Canada.
Ovar half of that deterioration was as-
sociated with manofacturing MNCs,
partially reflecting tha impact of the
United States-Clanadian - antomotive
ngraement. The deficit on frade with
MOFAs in other areas worsened
slightly from 1866 to 1976, as 3 de-
creasa in the trade deficit with Latin
Aweries wag more than off=at by an
in¢renss in the daficit with other non-
developed arens. The latter inerease was
whelly in trade sssodated with MNCs
in the “petrelenm and other industries”
group.

Exzports by intended use

Total exports to the majority-owned
foreign affiliotes in the sample were
$2.8 billion in 1970, of which $5.1
billion, or glightly more than half, were
for resale without furthar manufseturs
or for leass or renial abrond. Less than 5
percent wes capitad equipmeant exported
for use by the foreign affiliates. The
remainder consisted of exports of ma-
terials and parts for further processing

-
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or assembly by the foreign affiliates, and.

all other sxports, such as repeir parts
end operating supplies for use by the
efiliates {table &).

The %51 bilion of sxports -to
MOFA= [lor resale, lease, or rental
abroad were probably for the most part
distributed by the affilintes to un-
affiliated forgign oustomers. In addi-
tion, the TL8. reporters exported $11.4
billion of goods directly to unaffilinted
foreign residents in 1970 (table 2, lina
4). Thus, the total amount of MNC-
nssocdated emports that reached un-
affilieted foreign customers with litile
-or no further processing by the affiliates
was about $16.5 billion. Majority-owned
foreign offiliates were the distribution
channel for 31 percent of this total; in
1084, the corresponding figure was 27
pereent.

Tha $5.1 billion of axports to MOFAs
reported as being for resals, lessa, or
rental abroad ave valued at the selling
pricas charged by the U.S. parent
companies Eo their affiliates, not the
prices charged by the affilistas to
foreign customers. Thus, profit and
commission on sales mre excluded. In
eontrast, the $11.4 billion of exports by
U.8. reportera to unaffilinted foreigners
probably induda profit and commisdon,
Az a consequenca, the importance of

the MOFAs as distribuiors of 1.8,
exports may be understated.

Exports of capital aqmpmant- fnr uze
by foreign  affiliates wore only %430
million in 1970, a daclma of nearly $100
oillio from 1968. However, both tha
1966 and 1970 date may be incomplete,
The dats on U.S. trade with foreign
affiliates ware generally reported by the
T1.8. parent companies which may have
been unawsare of some purchaged
‘by their siffiliates from other TS,
suppliers. The undevatitement in the
cese of .5, capital equipment exports
for use by the affiliates mey be espe-
clially serious since the proportion of
such exports whbich is shipped by U.S.
suppliers other than. the raporters is
relatively large.

Other exports to MOFAs, mainly
for further proceming o sscembly
abroad, totaled $4.3 billion in 1970,
compared with $2.6 billion in 1986
The proportion of sush exports which
went to affiliates in the transportation
equipment industry in Canada rose
from 34 percent in 1968 to 30 percent in
1970, in part reflecting the impetus
given by the United States-Canadian
putcmotive pact.

In both 1946 and 1970, over 85 par-
cent of the szports to MOFAs for

Tahle 3,—1.5, Exparts v Mejority=onned Foreign Affiliates ic Sample, by Avea and by Intended Use ?
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denta; ench exports are included in the

porte of capital equipment for use by
third component of MNC trade, ba-

resale, leass, ot rental shrosd, and.
the MOF Az ware about evenly divided

ghout 80 percent of the exports for
further processing or essembily abroad,
were shipped to developed areas. Ex-

betwsmn daveloped avess and other

aress in both yearn.

Techmical Note

Cenerol sources

Al 1970 data on TLS. imporis and
exporés asaocisted with the 268 mylt-
national companies in the sample ware
pbtainsd froxs Forms BE-11A and 11B
“Confidentia! Special Survey of Multi-
national Companiss, 1970, of the
Burean of .Economic Analysts. The
survey, which waz voluntary, was con-
ducted in late 1971. -

Data en the T7.8. reporters’ imports
from unaffilinted foreign residents in
1960 were also obteined from the
special survay. However, data on other
MNC-sssociated imports and s dats
on MNC-associzted exports in 1966
were obtained from the 1966 manda-
tory benchmark survey of U.5. direct
investmenta abroad. The date drawn
from the 1966 benchmerk survey are
for -the same group of enterprises that
were incduded in tke 1970 special sur-
vey, but are as reported by them in the
benchmark survey.' No attempt wes
made Eo expend the ssmple survey
daia to universe totals.

All dete on toial U.S. exports and
imports far 1966 and 1970 exa as pub-
lished in the June 1872 issye of the
SURVEY (pages 30, 46-51), except for
the area braakdown of cotal U5, ez-
ports, This breakdown has heen revised
by BEA since it was lest published in
the Juns 1970 issue of the SvRvEY.
Total TS, exports and imports are
on o balaoce of peyments basis, ex-
cluding militery; toial U.8. exports
exclude exports wader military agency
sales contracts =nd under militery
erant-ald proprams, and total US.
imports exclude imports of US.
military agencies.

4. Bea Bryesy of Bovoomle Analysin, Bpecil Burmy of

8. Mulmuiona Cempansy, J3T, Ki & more detaflaf
wxplanation of e thdi sobarprise matel wies o,

Definition of MNC-associated irade
MNC-associated trade iz defined to

comeist of threa components (table 2):

1. Trade between IF.S. reporters ond
their own majersfy-cuned Foveign afiili-
aiee; Exports from TS reporiers
to their own MOFAs includa. goods
charged (billed) on the hooks of US.
reporters which wera shipped to the
reporiers’ own MOFAs, whether the
goods wers actuelly produced by the
0.5, raporteras or by oiher 1LS. resi-
dents. Importe by U.B. reporters from
their own MOFAs sre derived fror:
data on galey by the affiliates to U.S.
reporters and include both goods and
services; the service component, bow-
ever, is belisved to he quite small. It
was assumed that &ll goods (or services)
sold to T3, reporiers by the affiliates
were in faot shipped to (or performed
for) these reporters although a small
amount of such poods {or services) may
have been charged to the reporters but
actually shipped (or performed) clse-
whers,

2. Trode befwveen other 7.5, repidenis
and the U.5. reporiers’ majorily-owned
Joreign affilicdeer Thiz component of
MNC-ngaoviated trade consists primar-
ity 6f transsctions between TS, resi-
dents that were not in the sanple and
the MOF As of the U.S. reporters. How-
over, it also includes any transactions
that may have cccurred bhatween one
U35, reporter and the majonity-owned
foreipn sffilintes of sanother U8, re~
porter, sines thess franssctions could
not be separately identified in the sur-
vay dota. Exports of other TS, rod-
dents to the U.5. reporters’ MOFAs do
not inchide exports which were chargad
to the wportars® MOFAR on the books
of other TS, suppliers but which were
in faet shipped to other foreign resi-

low. Imports hy other TS, residents
from the MOPFAs are. derived from
affilinte sales date and include what is
believed to be a amall amount of
services, It was assumed that sll goods
{or services) sold to other US. regi-
dents by the affiliater wera actually
shipped to (or performed for) these
regidents.

3. Trade befween U8 reporlers and
other foreign residenter Thiz component
of MNC-assoviated trads consists of
the U.B. raporters' export-and import
transsctions with foreigners other than
their own majority-ovned foreign
affilistes, including transactions with
unsfiiliated foreigners and with minor-
ity-owned foreign affiliates of 108,
reporterz. (In the text of this article,
forsigners other than MOFAs were,
for convenience, referred to as ‘‘un-
affiliated foreignars,” ie., winority-
owned foreipn affilintes were tresied
as thongh they wera unaffilinted foreign
rosidents.) This component may also
include s small amount of trade of
T.5. reporters with majority-owned
foreign affliates of ather U.5. raporters,
duplicating some of the data ineludad
in component 2, above. Exports by
U.B. reportars to other foreipn residents
include & very small amount of exports
{36 million in 1966 and $19 million in
1970} charged to MOFA:z on the books
of other T.S. suppliers but which
wera in fact shipped to other foreign
residents.

Swuristical and reporting problems

A number of stetistical and reporting
problems were encountersd in eompil-
ing the dets for this sriicle. These
probloms may cause some distortion in
comparisons between total U.S. trade
and U8 irade asspelated with the
MNCs, although it appears unlilcaly
that they woyld invalidate such com-
parisons.

The deta on MNC-sssocinted trads
wers reported by UL5. parent companies
on the basis of entries made on thair
eompany records or on the recards of
their foreign affiliates, Tetal 11.5. trade
statistics, on tha other hend, are
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derived from individusl shippers’ ex--

port declarstions and from individusl
import documenta, which are tabulated
by the Census Bureau, on each foreign
trade transaction. Because of such
differences in dsta collection methods,
differences between the two zets of
dats in the valuation, timing, and
defloition of the US. export and
imnpord tremsactions included mre
inevitable.

In tke MNC dsts, for ¢xemple, two
diffsrent methods of valuation for
imports wera used. The value of TU.8.
imports frozn MOFAs reflacts actusl
transactions prices 4& Tecorded on the
books of the U.8. reporters und their
foreign affibiaies; the value of MNC-
associated imports from unaffilisted
foreigners reflects the value reported on
the import entry form filed with the
Burssu.of Customs (ususally an arms-
Jength market prics, f.o.b. country of
arigin}. Al date on total U8, imports,
with one axeaption, represent the statu-
tory valuations required by U.S. Cus-
tome law. The one szception is in the
‘case of ULS. automotive trade with
Canada: imports of automotive prod-
acts from Canads, adjusted to a
‘balsnee of payments basis, represent
actual transactions values. In gemeral,
actual transections vwalues probably
tend to be less than the Customs values.
Az a result, MNC-associated imports
may be understated relative to total
U8, imports in this artiels.

The timing of trensactions included
in the MNC data depends upon when a
given transaction i entersd on the
books of the .S reporter or its foreign
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sffiliate. In the total 11.5, trade data,
the timing depends upen when the
individual export document or import
declarailon cn that transaction is col
lected. In addition, the total 17,5, trada
data are compiled on & calandar year
baais, wheress the MNC data are
reported by compenies for either the
calender year or the closeat fizcal yesr.

On the export side, the MNC data

exclude goods which are chargad to TS, -

residents bat shipped {0 foreign
residents, such as mifitary exports
charged to the Department of Defense.
Total 3. axports as shown in this
article have bean adjusted to exclude
transfers of goods under TS5, milicary
grant programs and under TS, military
axency sales contracts bui may include
other exports charged to U.S. persons.

An noted earlier, the MNC daty may
reflect scine doublecounting in cases
where one T2, reporier deals with a
majority-owned forsign affiliste of
another reporter included in the semple.
Far examnple, an export Tensaction may
be reported by one TS, reporter as an
export by it to a foreigner other than its
own MOFA and by & zscond U.S.
repotter as an export to its MOFA by
another U5, supplier {i.e., by the first
reperter in this example}. The amount
of such duplication is unknown bui is
probably not larpe.

Data on U.S, importa from majority-
owned foreign affiliates, as already
indicated, were obtained from affilinfe
sales data end include sales of both
gonds and services 0 U5, residents,
While the size of tha ssrvice component

Decetuber 1672
in the n.ﬁhst-& gales data is not hm‘wn,
it ia believed to be small, :

Date on imports by U.S. reporters
from foreigners other than mejority-
owned affilistes should include imports
of goods only. However, date on mich
imports—for both 1366 and lﬂfﬂ—wem -
raqueated for the first time in the 1970
special aurvey and may reflect Bomn
“fret-time’* reporting defects.

Purthermore, the 1966 'henchnmrk
survey; drom which mosi of the 19466
data on MNC-associated trade were
dtawn, was mendaiory whereas the
1970 special survey was volutary.
Thie may have saused reporting bisses,
but their mapnitude is not knowi.

Data on 19688 importa by- US,
reporters from - foreigners ather than
MOFAs were not available fromm the
1966 henchmerk survey. They were
available from the 1970 special murvey
for the 208 1.5, reporters in the sample
only; for 115, reportera whe were nof
in the sample but whe werein the 1966
universe, they had to be estimated.
Ther were estimsated by assuming thet
the proportion these imporis were of
all MNC-associated imports in 1066
was the swmne for those MINCa st in
the sample as for all MNC: in the
benchmark universe. The resuliing
figure was $1,620 million out of totsl
imports mssociated with MNCs nef in
the sample of $3,275 willion (table 1).
Alternative caloulations give o range for
estimated 1966 imports from wun-
afiiliated foreigners associated with
MNCs no in the sample of batween $1
billion and 32 hillion.




